











































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































Class B Preferred Stock are outstanding issue.to holders of shares of Common
Stock as a dividend or distribution, including by way of reclassification of
shares or a recapitalization of the Corporation, any right or warrant to
purchase shares of Common Stock (but not including as a right or warrant for
this purpose any security convertible into or exchangeable for shares of Common
Stock) for a consideration having a Fair Market Value (as defined in Section 9
(G) (2) hereof) per share less than the Fair Market Value of a share of Common
Stock on the date of issuance of such right or warrant, then, in such event, the
Board of Directors shall, to the extent legally permissible, declare a Special
Dividend in such a manner that a holder of Class B Preferred Stock will become a
holder of that number of shares of Class B Preferred Stock equal to the product
of the number of such shares held prior to such event times a fraction (the
"Sec. 9(B) Non-Dilutive Share Fraction"), the numerator of which is the number
of shares of Common Stock outstanding immediately before such issuance of rights
or warrants plus the maximum number of shares of Common Stock that could be
acquired upon exercise in full of all such rights and warrants and the
denominator of which is the number of shares of Common Stock outstanding
immediately before such issuance of warrants or rights plus the number of shares
of Common Stock which could be purchased at the Fair Market Value of a share of
Common Stock at the time of such issuance for the maximum aggregate
consideration payable upon exercise in full of all such rights and warrants. A
Special Dividend declared pursuant to this Section 9(B) (1) shall be effective
upon such issuance of rights or warrants. Concurrently with the declaration of
the Special Dividend pursuant to this Section 9(B) (1), the Conversion Price, the
Liquidation Price and the Regular Preferred Dividend Rate of all shares of Class
B Preferred Stock shall be adjusted by dividing the Conversion Price, the
Liquidation Price and the Regular Preferred Dividend Rate, respectively, in
effect immediately before such event by the Sec. 9(B) Non-Dilutive Share
Fraction.

(2) The Corporation and the Board of Directors shall each use its best
efforts to take all necessary steps or to take all actions as are reasonably
necessary or appropriate for declaration of the Special Dividend provided in
Section 9(B) (1) but shall not be required to call a special meeting of
shareholders in order to implement the provisions thereof. If for any reason
the Board of Directors is precluded from giving full effect to the Special
Dividend provided in Section 9(B) (1), then no such Special Dividend shall be
declared, but instead the Conversion Price shall automatically be adjusted by
dividing the Conversion Price in effect immediately
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before the event by the Sec. 9(B) Non-Dilutive Share Fraction and the
Liquidation Price and the Preferred Dividend Rate will not be adjusted. An
adjustment to the Conversion Price made pursuant to this Section 9(B) (2) shall
be given effect upon issuance of rights or warrants. If subsequently the Board
of Directors is able to give full effect to the Special Dividend as provided in
Section 9(B) (1), then such Special Dividend will be declared and other
adjustments will be made in accordance with the provisions of Section 9(B) (1)
and the adjustment in the Conversion Price as provided in this Section 9(B) (2)
will automatically be reversed and nullified prospectively.

(C) (1) (i) subject to the provisions of Section 9(E), in the event the
Corporation shall, at any time or from time to time while any of the shares of
Class B Preferred Stock are outstanding, issue, sell or exchange shares of
Common Stock (other than pursuant to (x) any right or warrant to purchase or
acquire shares of Common Stock (including as such a right or warrant any
security convertible into or exchangeable for shares of Common Stock), or (y)
any employee or director incentive, compensation or benefit plan or arrangement
of the Corporation or any subsidiary of the Corporation heretofore or hereafter
adopted) at a purchase price per share less than the Fair Market Value of a
share of Common Stock on the date of such issuance, sale or exchange, then, in
such event, the Board of Directors shall, to the extent legally permissible,
declare a Special Dividend in such a manner that a holder of Class B Preferred
Stock will become the holder of that number of shares of Class B Preferred Stock
equal to the product of the number of such shares held prior to such event times
a fraction (the "Sec. 9(C) (1) (i) Non-Dilutive Share Fraction"), the numerator of
which is the number of shares of Common Stock outstanding immediately before
such issuance, sale or exchange plus the number of shares of Common Stock so
issued, sold or exchanged and the denominator of which is the number of shares
of Common Stock outstanding immediately before such issuance, sale or exchange
plus the number of shares of Common Stock which could be purchased at the Fair
Market Value of a share of Common Stock at the time of such issuance, sale or
exchange for the maximum._aggregate consideration paid therefor.

(ii) In the event that the Corporation shall, at any time or from time
to time while any Class B Preferred Stock is outstanding, issue, sell or
exchange any right or warrant to purchase or acquire shares of Common Stock
(including as such a right or warrant any security convertible into or
exchangeable for shares of Common Stock other than pursuant to (x) any employee
or director incentive, compensation or benefit plan or arrangement of the
Corporation or any subsidiary of the Corporation heretofore or hereafter adopted
and {y) any dividend or distribution on shares of Common Stock contemplated in
Section 9(A) (1)) for a consideration having a Fair Market Value, on the date of
such issuance, sale or exchange, less than the Non-Dilutive Amount (as defined
in Section 9(G) (3) hereof), then, in such event, the Board of Directors shall,
to the extent legally permissible, declare a Special Dividend in such a manner
that a holder of Class B Preferred Stock will .become the holder of that number
of shares of Class B Preferred Stock equal to the product of the number of such
shares held prior to such event timés a fraction (the "Sec. 9(C) (1) {ii). Non-
Dilutive Share Fraction"), the numerator of which is the number of shares of
Common Stock outstanding immediately before such issuance of rights or warrants
plus the maximum number of shares of Common Stock that could be acquired upon
exercise in full of all such rights and warrants and the denominator of which is
the number of shares of Common Stock outstanding immediately before such
issuance of rights or warrants plus.the number of shares of Common Stock which
could be purchased at the Fair Market Value of a share of Commori Stock at the
time of such issuance for the total of (x) the maximum
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aggregate consideration payable at the time of the issuance, sale or exchange of
such right or warrant and (y) the maximum aggregate consideration payable upon
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

REVIEW OF 1999 RESULTS

Earnings excluding merger expenses and special items were $8,380 million, down
$426 million or 5 percent from 1998. Net income was $7,910 million, down from
$8,074 million in 1998. The decline was primarily in the downstream (Refining
and Marketing) where steeply rising crude o0il costs could not be recovered in
the marketplace. Crude oil prices rose about $14 per barrel from January to
December 1999, depressing refining and marketing margins in all geographic
areas. Weaker chemicals margins and lower coal prices also adversely affected
earnings. However, upstream (Exploration and Production) results benefited from
the increase in crude oil prices and partly offset the weakness in downstream
business conditions. Record chemicals, coal and copper volumes and reduced
expenses in every operating segment also benefited earnings. Results in 1999
included $470 million of net charges for special items -- $469 million of merger
expenses with other special items essentially offsetting. Results in 1998
included $732 million of net special charges. Revenue for 1999 totaled $186
billion, up 9 percent from 1998, and the cost of crude 0il and product purchases
increased 24 percent.

Excluding merger expenses, the combined total of operating costs (including
operating, selling, general, administrative, exploration, depreciation and
depletion expenses from the consolidated statement of income and ExxonMobil's
share of similar costs for equity companies) in 1999 was $44.3 billion, down
about $400 million from 1998. Base cash operating expenses, which exclude energy
costs and depreciation, were down $1.2 billion, as efficiency initiatives and
high grading of exploration spending more than offset higher cash expenses from
new business activity and inflation. Interest expense in 1999 was $695 million,
$127 million higher than 1998, mainly due to a higher debt level and unfavorable
foreign exchange effects.

Exploration and Production

Exploration and production earnings of $5,886 million increased significantly
from last year reflecting higher average crude oil prices, up over $5 per barrel
from 1998. Average U.S. natural gas prices were 9 percent higher than the.prior
year, while European gas prices, which are tied to petroleum product prices on a
lagged basis, were about 17 percent lower. Liquids production of 2,517 kbd
(thousands of barrels daily) was up 1 percent from 2,502 kbd in 1998 as
production from new developments in the North Sea, the Gulf of Mexico, West
Africa and the Caspian offset natural field declines in North America and lower
liftings in Indonesia and Malaysia. Natural gas production of 10,308 mcfd
(millions of cubic feet daily) compared with 10,617 mcfd in 1998. Exploration
and producing expenses were reduced from prior year levels. Earnings from U.S.
exploration and production were $1,842 million, up $807 million after excluding
$185 million of special charges related mainly to property write-downs in 1998.
Outside the U.S., exploration and production earnings were $3,925 million, up
$1,247 million after excluding a $141 million deferred tax benefit and a $22
million property write-off in 1999 and $176 million of other net special charges
in 1998.

Refining and Marketing

Refining and marketing earnings of $1,227 million declined from last year's
strong results primarily reflecting escalating crude o0il costs and weaker
refining and marketing margins in all geographic areas. Unfavorable foreign
exchange and inventory effects also reduced earnings. Higher volumes, mainly in
the U.S., and lower operating expenses provided a partial offset. Petroleum
product sales were 8,887 kbd compared with 8,873 kbd in 1998. Refinery
throughput was 5,977 kbd compared with 6,093 kbd in 1998. In the U.S., refining
and marketing earnings were $577 million, down $614 million from the prior year
after excluding ‘$8 million of special credits related to inventory adjustments
in 1998. Refining and marketing operations outside of the U.S. earned $770
million, down $1,917 million from 1998 after excluding special charges from both
years. Results in 1999 included $80 million of charges for non-merger related
restructuring of Japanese refining and marketing operations and a $40 million
write-off associated with the cancellation of a power project in Japan, while
1998 results included $412 million of special charges largely related to the
impact of lower prices on inventories and Mobil -British Petroleum (BP) alliance
implementation costs.

Chemicals

Earnings from chemicals operations totaled $1,354 million, down $40 million or 3
percent from 1998. Industry margins declined due to lower product prices and
higher feedstock costs. Prime product sales volumes of 24,485 thousand metric
tons were a record and increased 4 percent from 1998. Earnings also benefited
from lower operating expenses. Chemicals' results included $9 million of special
charges related to the impact of lower prices on inventories in 1998.

Other Operations
Earnings from other operating segments totaled $426 million, an increase of $42
million from 1998. The increase reflects record copper and coal production,

lower operating expenses and favorable foreign exchange effects, partly offset
by depressed coal prices.

Corporate and Financing

Corporate and financing expenses were $514 million, $54 million higher than 1998
which included a net special credit of $112
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